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SUMMARY of CHANGE

AR11-2
Management Control

This revision--

o Changes the terminology from "Internal Management Control Program" to
"Management Control Process" to eliminate confusion over the meaning of
"internal”, to place greater focus on management’s responsibility for
effective controls, and to counter the perception of management controlas a
separate program.

0 Restructures the Army management control process to provide greater
flexibility to commanders and managers and to increase their accountability
for the effectiveness of their controls.

o EstablishesaSeniorManagementCounciltoadvisetheSecretaryofthe Armyon
management control issues (para 1-11).

o0 Addresses the responsibilities of Management Control Administrators and
Internal Review Officers (paras 1-16 and 1-17).

0 Redefines assessable units and establishes minimum rank/grade requirements
for assessable unit managers (para 2-1).

o Limits performance agreement requirements to commanders and managers at
assessable unit manager level and above (paras 2-1 and 2-10).

o Focuses required management control evaluations on key management controls
identified by HQDA functional proponentsingoverning regulations (paras 2-3
and 2-4).

o Requires the publication of Management Control Evaluation Checklists in
governing regulations and permits the use of existing management review
processes as an alternative method for conducting evaluations (para 2-4).

o Redefines the Management Control Plan (para 2-5).

o Clarifies guidance on reporting of material weaknesses and implements DOD
guidance on validating correction of material weaknesses prior to reporting
them as closed (para 2-6).

o Clarifies guidance on required documentation (para 2-9).

o Publishesthe Management Control Evaluation Checklist for administration of
the management control process in the new streamlined format (app C).
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7000.14-R, Volume 1, General Financrabulation is permitted at the Major Com-
Management Information, Systems and Remand (MACOM) level to accommodate local
guirements. circumstances. Supplementation below
Applicability. This regulation applies toMACOM level is prohibited without prior
commanders and managers at all levels of ttegpproval from the proponent (ATTN
Active Army (including Civil Works respon- SAFM—-FOM, Assistant Secretary Army Fi-
sibilities of the Corps of Engineers), thancial Management, 109 Army Pentagon,
Army National Guard, and the United Stategvashington, DC 20310-0109).

Army Reserve. It remains in effect during all

levels of mobilization. Combatant commandsnterim changes. Interim changes to this
and joint activities for which the Army is requlation are not official unless they are au-
executive agent are supported by the Armyhenticated by the Administrative Assistant to
management control process. the Secretary of the Army. Users will destroy
Proponent and exception authority. interim changes on their expiration dates un-

The proponent of this regulation is the Asiess sooner superseded or rescinded.
sistant Secretary of the Army (Financial

HlStOfy This UPDATEprlntlng pUbliSheS a Management) (ASA(FM)) The ASA(FM%uggested |mprovements_ Users of this
revision of this publication. Because thas the authority to approve exceptions tfegylation are invited to send comments and
publication has been extensively revised, ththis regulation that are consistent with CoNg ggested improvements on DA Form 2028

changed portions have not been highlightedrolling law and regulation. The ASA(FM)

(Recommended Changes to Publications and

Summary. This regulation implements pub- may delegate this approval authority, in Writ-BIank Forms) directly to: ATTN SAFM-

lic law and Office of Management anitig, to a division chief under their supervi-
Budget (OMB) and Department of Defensesion within the proponent agency who hold
(DOD) guidance by prescribing policies andhe grade of colonel or the civilian equiva-
guidance for the Army management controlent.

process. It has been revised to simplify andrmy management control process.
reduce administrative requirements, to proThis regulation contains management contrq
vide greater flexibility in implementatioprovisions and provides a Management Co
and to increase the involvement and accountrol Evaluation Checklist for use in evaluat-
ability of commanders and managers. Thithg management controls.

regulation does not contain instructions foisypplementation. Supplementation of this
the evaluation of Army accounting systems.

FOM, Assistant Secretary Army Financial
i/lanagement, 109 Army Pentagon, Washing-
ton, DC 20310-0109.

istribution.  Distribution of this publica-

on is made in accordance with the require-
Tents on DA Form 12-09-E, block 2024,
intended for command levels A, B, C, and D
for the Active Army, the Army National
Guard, and the United States Army Reserve.

These instructions are provided in DOD
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Chapter 1 (2) Analyze documents from the Congress, the General Account-

Authority and Responsibilities ing Office (GAO), the OMB, the Comptroller General, the Office of
the Secretary of Defense (OSD), and others related to the Integrity
Section | Act, to identify and effect needed changes to the Army’s manage-
General ment control process.
(3) Advise and represent the ASA(FM) on matters involving the
1-1. Purpose Army management control process.

This regulation prescribes policies and responsibilities for the Ar- 4y provide guidance and technical assistance directly to manage-
my’s management control process. The provisions of this regulationment control administrators (MCAs) at Headquarters Department of
apply to all Army organizations and programs. This regulation re- the Army (HQDA) and MACOMs.
structures the Army’s management control process to reinforce the (5) Prepare and staff the SA’s annual statement on management
accountability of Army commanders and managers for establishing controls and provide midyear updates as required on previously-
and maintaining effective management controls and to provide themreported material weaknesses.
with greater flexibility in their evaluation of these controls. (6) Coordinate with the United States Army Audit Agency
(USAAA) and HQDA functional proponents on the identification of
(Jjnanagement control weaknesses that merit reporting as material
Wweaknesses in the SA’s annual statement.

(7) Develop management control training materials for use by

1-2. References
Required and related publications and prescribed and reference
forms are listed in appendix A.

1-3. Explanation of abbreviations and terms repo.rting orgaqizations and their assessable unitls;.Army schoo[s t.hat

Abbreviations and special terms used in this regulation are ex-Provide executive development/management training; and audit, in-

plained in the glossary. spection, and other organizations whose personnel assess the effec-
tiveness of management controls.

1-4. Statutory authority (8) Develop and maintain a tracking system to ensure that mate-

a. The Army’s management control process meets the require-fial weaknesses reported in the SA’s annual statement are corrected
ments of the Accounting and Auditing Procedures Act of 1950, asin a timely manner.
amended by the Federal Managers’ Financial Integrity Act of 1982, (9) Develop and staff the Army position on GAO, USAAA,
Public Law 97-255 (codified at 31 U.S.C. section 3512). The Ac- DOD Inspector General and similar organizations’ reports on the
counting and Auditing Procedures Act of 1950 is implement@yerall Army management control process.
within the executive branch by OMB Circular A-123 and within (10) Develop and maintain an inventory of Army assessable

DOD by DOD Directive 5010.38. units, based on input from the HQDA staff and MACOMs.
b. The Federal Managers’' Financial Integrity Act (the Integrity = (11) Develop, maintain and distribute annually an inventory of
Act) required the head of each executive agency to— functional areas with key management controls.

(1) Establish management controls to provide reasonable assur-
ance that: obligations and costs are in compliance with applicablel-7. HQDA functional proponents
laws; funds, property, and other assets are safeguarded ag&lRRA functional proponents, for their areas of functional responsi-
waste, loss, unauthorized use, or misappropriation; revenues andpility, will—
expenditures are properly recorded and accounted for; and programs &. Develop and maintain policies and regulations that include
are efficiently and effectively carried out according to the applicable effective management controls.
law and management policy. b. Determine, in consultation with USAAA, the key management
(2) Report annually to the President and Congress on whethercontrols and explicitly identify these in appropriate regulations.
these management controls comply with requirements of the Integ- c¢. Develop Management Control Evaluation Checklists or iden-

rity Act, to include the following: tify other evaluation methods and include these in the applicable
(a) A report identifying any material weaknesses in these man- Army Regulation (AR). _
agement controls, along with plans for their correction, and d. Determine which management control weaknesses merit repor-

(b) A report on whether accounting systems comply with the ting as material weaknesses in the SA’'s annual statement and pro-
principles, standards, and related requirements prescribed by theide the Army material weakness description and plan of corrective
Comptroller General, to include deficiencies and plans for their action to OASA(FM).

correction. e. Track the progress on correcting material weaknesses reported
in the SA’s annual statement and provide status updates when re-

Section |l quested by OASA(FM).

Responsibilities f. Assist OASA(FM) in composing and reviewing the SA’s an-
nual statement to maintain effective quality control over the ac-

1-5. Secretary of the Army (SA) curacy of information reported.

The SA will sign and submit an annual statement of assurance to the
Secretary of Defense on the status of the Army’s managementl-8. Administrative Assistant to the Secretary of the

controls. Army

The Administrative Assistant will—
1-6. Assistant Secretary of the Army (Financial a. Implement and administer the management control process and
Management) (ASA(FM)) handle HQDA functional proponent responsibilities within the Of-

a. The ASA(FM) has overall responsibility for implementing the  fice of the Secretary of the Army (OSA) and joint DOD activities
Army management control process. The ASA(FM) has delegatedsupported by OSA, except for the following elements: the Assistant
responsibility to the Deputy Assistant Secretary of the Army (Finan- Secretary of the Army (Research, Development and Acquisition);
cial Operations), as executive agent, for providing overall guidancethe Director of Information Systems for Command, Control, Com-
and direction for implementing the Army management contrgjunications, and Computers; The Inspector General; The Auditor

process. General; and the ASA(FM) (these elements will comply with paras
b. The Director, Management Control and Evaluation Programs, 1—-7 and 1-12).
will— b. Coordinate with the Director of the Army Staff to resolve

(1) Formulate Army policy for implementing the Integrity Act issues of proponent responsibility for ARs and material weaknesses.
and issue administrative guidance and instructions.
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1-9. The Auditor General a. Designate an MCA to administer the management control
The Auditor General, in addition to responsibilities in paragraph 1-7 process within the reporting organization and to serve as a focal
and 1-12, will— point for all management control matters.
a. Provide technical advice, assistance, and consultation on man- b. Oversee the preparation of an annual statement that accurately
agement controls to HQDA functional proponents as necessary. describes the status of management controls in the reporting organi-
b. Coordinate with HQDA functional proponents on the determi- zation and fully discloses any material weaknesses in management
nation of key management controls and advise them on the developeontrols, along with plans for their correction.
ment of Management Control Evaluation Checklists. )
c. During the normal course of audits, evaluate the effectivenessl—14. Assessable unit managers L
of management controls, the adequacy of management control eval?€Signated by the head of the reporting organization, these com-
uations, and the adequacy of actions taken to correct matefigdersimanagers of assessable units will—
weaknesses. a. Provide the leadership and support needed to ensure that man-
d. Provide periodic reports to OASA(FM) summarizing manage- agement controls are in place and operating effectively.
ment control weaknesses identified in USAAA audits. b. Ensure that— . .
e. Identify proposed Army-level material weaknesses and provide (1) Managers are trained and understand their management con-

: trol responsibilities.
these to HQDA functional proponents and OASA(FM) by 31 Au- . . .
gust for possible reporting in the SA's annual statement. (2) A management control plan (MCP) is established and main-

f. Prepare and submit an annual statement to the SA assessin@a'ned to describe how key management controls in the assessable

implementation of the management control process. nit will be evaluated over a flvejyear period. .
9. Prepare and submit annually to the DOD Inspector General (3) Management control evaluations are conducted according to

(IG) a list of potential Army material weaknesses identified durin the MCP and the requirements of this regulation.
audits, alon pwith the Arn): osition on these potential materigl (4) Required documentation on each completed management con-
Weakn,essesg y P p trol evaluation is retained, subject to audit/inspection.

c. Certify the results of required management control evaluations.
1-10. The Inspector General d. Report through the chain of command any material
The Inspector General, in addition to the responsibilities listed in Weaknesses in management controls, establish and implement plans
paragraphs 1-7 and 1-12, will— to correct those mat_erlal weaknt_asses, and trapk progress in execut-
a. During the normal course of inspections, consider managementnd those plans until the material weakness is corrected.
controls in the assessment of systemic issues and problems an
make appropriate recommendations. and equipment (TOE) divisions, major subordinate
b. Provide periodic reports to OASA(FM) summarizing manage- commgndps and ghe n)umbered C’:ontiglental United States
ment control weaknesses identified in inspections. Armies (CONUSA), and State Adjutants General
In conjunction with program guidance issued by their MACOM,
these commanders and State Adjutants General will—
a. Ensure that required management control evaluations are con-
ucted according to the governing MCP.
b. Ensure that management control responsibilities are explicitly

f—15. Commanders of installations, table of organization

1-11. Senior management council

A senior management council will be convened through special
sessions of the Senior Level Steering Group (SLSG). Chaired by thed
ASA(FM) and representing all HQDA functional proponents, this
council will meet as needed o p_rgwd_e advice on managementcovered in the performance agreements of commanders and manag-
control matters, to |n(_:|ude th_e |d_ent|f|cat|0,n of management control ers down to assessable unit manager level.

weaknesses that merit reporting in the SA’s annual statement (repor-

ting organizations are encouraged to establish senior managemenf_16. Management control administrators (MCA)

councils that function in a similar fashion). The MCA is designated by the senior responsible official to admin-
. L ister the management control process within the reporting organiza-
1-12. Reporting organizations tion (MCAs designated at lower levels would have similar duties).

HQDA staff agencies (less Secretariat elements covered by the AdThe MCA will—

ministrative Assistant), MACOMs and separately-reporting field op- 5 aAdvise the senior responsible official on the implementation
erating agencies (FOAs) are the primary reporting organizations inanq status of the organization’s management control process.

the Army management control process. The heads of these organiza- |, Keep commanders and managers informed on management
tions are responsible for carrying out the Army management control -gntrol matters.

process within their organizations and will— c. ldentify the organization’s requirements for management con-

a. Provide the leadership and support needed to ensure that manyg) training and provide that training.
agement controls are in place and operating effectively. d. Develop and maintain an MCP for the organization or provide

b. Designate a senior responsible official to ensure that the man-gyidance to assessable unit managers on the preparation of asses-
agement control process is effectively implemented within their gsgple unit MCPs.

organizat_ion. ) o o e. Coordinate the preparation of the organization’s annual state-
c. Designate the assessable units within the organization. ment on management controls.

d. Sign and submit an annual statement of assurance that accu- f. Ensure that material weaknesses for which the organization is
rately describes the status of management controls within their or-responsible are tracked until corrected.
ganization, to include any material weaknesses and plans fo§. Retain all required documentation in support of annual state-
corrective action, and submit this statement to OASA(FM). ments and the correction of material weaknesses.

e. Support DFAS-IN in its preparation of the annual Army Ac-
counting Systems Report by ensuring that their accounting systeml—-17. Internal Review Officers
managers provide accurate and timely System Manager/U¥etheir capacity as heads of Internal Review and Audit Compliance

Reviews. Offices, Internal Review Officers will—
a. Provide technical advice, assistance and consultation on man-
1-13. Senior responsible officials agement controls to assessable unit managers within their organiza-

Designated by the head of the reporting organization, the seniortions as necessary.

responsible official has overall responsibility for ensuring the imple-  b. During the normal course of audits, evaluate the effectiveness
mentation of an effective management control process within thatof management controls and the adequacy of management control
organization. In this regard, they will— evaluations and actions taken to correct material weaknesses.
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c. Based on a review of internal and external audit reports, iden-of the Integrity Act and OMB Circular A-123. This includes all
tify any weaknesses in management controls that merit reporting agpersonnel assigned to Army organizations and activities for which
material weaknesses. the Army is executive agent.

d. If aligned at the headquarters of a reporting organization, re- (1) The Army management control process is not intended, how-
view the organization’s annual statement and provide an assessmergtver, to limit or interfere with matters such as statutory development

of its thoroughness and validity. or interpretation, determination of program needs, resource alloca-
tion, rule-making, or other discretionary policy-making activities.
1-18. Director, Defense Finance and Accounting Service- (2) For activities or functions that are contracted out, Army man-
Indianapolis Center (DFAS-IN) agers performing related functions that are inherently governmental
Until all Army finance and accounting operations and systems arein nature (for example, property accountability, contract administra-
capitalized, the Director, DFAS-IN is responsible for— tion, and quality assurance) must comply with the requirements of

a. Determining key management controls in finance and account-this regulation. If a contractor is expected to conduct management
ing and the appropriate evaluation methods and explicitly identify- control evaluations, these must be included as a contract
ing these in governing policy directives. requirement.

b. Providing overall guidance and direction to Army accounting
system managers for the evaluation, improvement, and reporting ore—2. Reasonable assurance .

Army accounting systems. a. Backgroundin the context of the Integrity Act, “ reasonable

c. Preparing the annual Army Accounting System Report, using ssurance " refers to a satisfactory level of management cpnfldenc_e

System Manager/User Reviews submitted by Army system manag-that management controls are adequate and are operating as in-

ers, and provide the report to OASA(FM) ATTN: SAFM-FOM, for tended. Inherently a management judgment, reasonable assurance
review and inclusion in the SA’s annual statement. ' recognizes that there are acceptable levels of risk that cannot be

avoided because the cost of absolute control would exceed the
benefits derived.
b. Basis for reasonable assuranddwe determination of reason-

Chanpter 2 able assurance is a subjective management judgment. The subjectiv-

Policy and Requirements ity of this judgment can be reduced significantly by considering the
following:

2-1. Army management control policy (1) The degree to which all managers understand and adhere to

a. All commanders and managers have an inherent responsibilitythe Comptroller General Standards.
to establish and maintain effective management controls, assess (2) The degree to which managers are held formally accountable
areas of risk, identify and correct weaknesses in those controls andor the effectiveness of their management controls and are evaluated
keep their superiors informed. In this respect, the Integrity Act and On their performance in this regard.
OMB Circular A-123 codify this inherent responsibility. (3) The timeliness, adequacy and results of management control
b. Heads of reporting organizations and assessable unit managergvaluatlons, to include the correction of any management control
are responsible for understanding and applying the ComptroM&aknesses detected. o
General Standards for Internal Control in the Federal Government (4) Assessments from other sources (for example, audits, inspec-
(app B) and for conducting periodic evaluations of key managementtions, and investigations), media coverage, and direct management
controls identified by HQDA functional proponents in applicable eviews or assessments by senior officials. _
ARS. (5) Supporting annual statements from subordinate commanders,

c. Heads of reporting organizations and assessable unit manager§'anagers or assessable unit manager. o
will give high priority to the prompt correction of material - Reporting At each level, the a_nnual determination of reasona-
weaknesses and to the effective implementation of managemenP!® assurance is a management judgment, based on all available
controls that— information, on whether management contro[s are operating as in-

(1) Are identified as key management controls by HQDA func- tended. The head of each reporting organization must submit a
tional proponents. statement that provides their assessment (_)f the overall status of

(2) Pertain to the DOD High Risk Areas identified by OMB. management controls and descrlb_es the basis for_ Fhat determination.

(1) Where the statement provides an unqualified statement of

assurance, it should be supported by clear indications that subordi-
nate commanders and managers—

(a) Understand and adhere to the Comptroller General Standards.

(3) Pertain to any other high risk areas identified by DOD or
Army leadership.
(4) Pertain to areas of vulnerability that they themselves have

identified. : i
; . (b) Are formally held accountable for the effectiveness of their
(5) Directly support the accomplishment of Army goals. management controls.

d. Heads of. reporting organizations and assessablle unit managers (c) Have evaluated key management controls as required by ap-
must be forthright in reporting material weaknesses in key manage-P”Cable MCPs
ment cont_rols. The chain of command should encourage the promp (d) Have reported material weaknesses and have taken corrective
and full disclosure of such problems and ensure that commander% tion t ve th
and managers are not penalized for this clion 10 resove mhem. ; o

R " izati il b ) ted int 2) Where the statement provides a“ qualified " statement of

e. Reporting organizations will be segmented into assessafl ance the area(s) in question should be specified and related to

units consisting of subordinate organizations headed by senior man- : :

: . - h material weaknesses being reported.
agers, preferably at General Officer/Senior Executive Service level,
but not lower than Colonel/GM-15 level. The only exception is at 2_3.  Key management controls
Army garrison level, where assessable units may be headed by the a. GeneralThe management control process does not attempt to
senior functional managers. Reporting organizations will identify evaluate management controls for every requirement imposed on
these assessable units to OASA(FM), ATTN: SAFM-FOM, which managers. It recognizes the principle that the cost of management
will maintain an inventory of Army assessable units as required by controls must not exceed the benefit derived. This constraint is
OMB Circular A-123. reflected in the concept of reasonable assurance. The Army accepts

f. Performance agreements for Army commanders and managera certain amount of risk by requiring that assessable unit managers
with management control responsibility down to assessable unitconcentrate on the adequacy of management controls, as specified in
manager level must include an explicit statement of this responsibil-the Comptroller General Standards, and key management controls,
ity to permit appropriate evaluation (see para 2-10). as specified by HQDA functional proponents. Key management

g. No Army activity or program is exempt from the requirements controls are those controls that are absolutely essential to ensuring
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that critical processes operate as intended and that resources ared. Methods for evaluating management contrélQDA func-
safeguarded from fraud, waste and misuse. Various factors might beional proponents may identify a management control evaluation
considered in deciding which controls are the key controls, but theprocess for use in evaluating key management controls. All manage-
fundamental criteria is the severity of adverse impact, should thement control evaluations will be conducted in one of two ways:
control fail, or fail to be used (that is, a key control is one whose (1) Management Control Evaluation Checklists. The HQDA
failure would “ break " or seriously impair the system). The deter- functional proponent may develop a Management Control Evalua-
mination of key management controls must be based on a recognition Checklist and publish it as an appendix in the governing AR for
tion that properly-conducted management control evaluatiomse by managers in evaluating key management controls. Figure 2-1
impose a significant cost on Army managers and that these managis the format for a Management Control Evaluation Checklist. The
ers must be able to give priority attention to the truly critical Management Control Evaluation Checklist identifies the key man-
controls. agement controls and provides managers a tool to evaluate the

b. Identification. HQDA functional proponents must use their effectiveness of these controls. Commanders and managers may use
professional judgment to identify key management controls andthe checklist to conduct their management control evaluations or, as
must explicitly identify them in appendixes to the governing AR an alternative, they can use an existing management review process
(see para 2-4d). The HQDA functional proponent’s process for of their own choosing, so long as the method chosen meets the basic
determining the key management controls in each area must includéequirements of a management control evaluation outlined above.
coordination with USAAA to ensure a common baseline for audit (2) Existing management review processes. In many areas, there
purposes and executive-level approval of key controls to ensure thathay be existing management review processes that meet, or can be
excessive coverage is avoided. modified to meet, the basic requirements of a management control

c. RevisionsAfter the initial determination of key management €valuation. Some of these processes are unique to a specific func-
controls, HQDA functional proponents must reevaluate this determi- tional area, while others are more generic, for example, the use of
nation whenever major deficiencies are identified (for example, by local inspector general or audit personnel or the command review
management reviews, audits or inspections), when policies are sigand analysis process. HQDA functional proponents may suggest an
nificantly revised or when standard systems are modified or re-€xisting management review process for evaluating key management
placed. Any standard Management Control Evaluation Checklistscontrols; or they may require the use of a specific functional man-
that are affected must also be revised to ensure consistency ifggement review process, so long as it is an existing Army-wide
published guidance. process and one for which they are the functional proponent. HQDA

d. Field supplementatiorfield supplementation is permitted but functional proponents must provide the necessary information as an
not required. The key management controls identified by HQDA appendix to the governing AR. Figure 2-2 is the format for identify-
functional proponents are the minimum requirement for the manage-Ng key management controls and evaluation processes if a checklist
ment control evaluation. Suggested changes to these key managds not provided. Unless the HQDA functional proponent requires the
ment controls should be submitted directly to the HQDA functional USe of an existing Army-wide functional management review proc-
proponent. Commanders and managers may require additional coveSS, commanders and managers are free to choose the method of
erage in management control evaluations to address commdf@luation.

unigue or location-unique circumstances.
q q 2-5. Management control plans

2-4. Management control evaluations The MCP is the written plan for conducting required management
a' General A management control evaluation is a detailed, sys- control evaluations within the assessable unit over a five-year peri-

tematic, and comprehensive examination of the key managemenPd: The MCP need not be lengthy and any format may be used, so
controls to determine whether they are in place, being used a ong as it covers the key management _controls identified by HQDA
intended, and effective in achieving their purpose. This evaluation unctional proponents and communicates clearly to subordinate

must be based on the actual testing of these key management corﬁe}]\;?sgt?éi ‘gsgt ;gzﬁs ﬁgi }a C?De ni;alut?;egé\%?c? e\,lella;:O;?hueﬁ’t ttr?s
trols, using one of several approaches: direct observation, file/docu- - T y : p
orting organization or the assessable unit level. It may be struc-

ment analysis, sampling, or simulation. This evaluation of k%&p - ) f X X
’ ! L A - Tdred by functional areas (for example, information security, mainte-

mf?nagement contrlclJIs rrr:ust m?ke a specm% determlnat:jonb Ofdthe'rnance yof real property)( or by rE\ajor organizational ycomponents

effectiveness. Finally, this evaluation must be supported by docu-, . L ; : X .

mentation that clearly indicates who conducted the evaluation and(Dlrector of Logistics, Director of Contracting). It might list the

when, what methods were used to test the key controls, what man_governing ARs that identify key management controls, or the

agement control deficiencies (if any) were detected, and what cor-methOd to be used for conducting the evaluation. The MCP must be
rective actions were taken. kept current and used to monitor progress to ensure that all manage-

b RequirementEormal management control evaluations of ke ment control evaluations are conducted as scheduled. An inventory
: q y 9 Y of areas with key management controls will be provided annually by

years. Key management controls in any area identified by DOD or%lé?:,':(FM) o reporting organizations to assist in developing their

Army leadership as “ high-risk ” may require more frequent evalua-

tion. The OASA(FM) will pUb'ISh an annual inVentory of areas 2-6. |dentifying, reporting’ Correcting and tracking

where HQDA functional proponents have identified key manage- material weaknesses

ment controls, along with information on the governing AR and any  a. BackgroundThe absence or ineffectiveness of management

suggested or required methods for conducting the evaluation.  controls constitutes a management control weakness that must be
c. Certification.The assessable unit manager’s certification that corrected. Whether the weakness is serious enough to be considered

a required management control evaluation has been conducted wilmaterial and reported to the next level of command is a manage-

be documented on DA Form 11-2-R (Management Control Evalua-ment judgment which must be made based on the criteria and other

tion Certification Statement). The DA Form 11-2—R will be repro- factors outlined below. The reporting of material weaknesses is not

duced locally on #- by 11-inch paper. A copy for reproduction a new requirement, since managers have always had an inherent

purposes is located at the back of this regulation. Additionally, the responsibility to keep the next level of management informed of

DA Form 11-2-R may be electronically generated. The electroni- sensitive problems and issues. This ability of management at all

cally generated form must contain all data elements and follow thelevels to detect, or be aware of, management control weaknesses,

exact format of the existing printed form. The form number of the and to take corrective action, is the fundamental goal of the Integrity

electronically generated form will be shown as DA Form 11-2—-R-E Act.

and the date will be the same as the date of the current edition of b. Reporting processThe initial determination of whether a

the printed form. weakness in management controls is material can be made at any
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level of command. If the weakness is considered material and reporcontrol weaknesses identified in their reports and those of GAO.
ted, the determination of materiality is then reevaluated at eachThese summaries are distributed by the ASA(FM) to MCAs at all
successive level of command. The final determination of whether areporting organizations. By distributing these summaries within their
weakness merits reporting in the SA’s annual statement is made byrganizations, MCAs can ensure that their managers are aware of
the appropriate HQDA functional proponent. management control weaknesses in other locations and have the

c. Essential criteria for material weakness@&s. be considered opportunity to review their own operations for similar problems.
material, a weakness must meet the following two conditions:  Finally, the Auditor General supports the development of the SA’s

(1) It must involve a weakness in management controls, such asannual statement by identifying potential Army material weaknesses
management controls are not in place, are not being used or aréor consideration by HQDA functional proponents.
inadequate. Resource deficiencies in themselves are not manage-
ment control weaknesses. 2-8. Army reporting requirements _

(2) It must warrant the attention of the next level of command, The Integrity Act requires the Secretary of Defense to submit an
either because that next level must take action or because it must bannual statement to the President and the Congress on the status of
aware of the problem. This requires a subjective management judgManagement controls within DOD. In addition, OMB requires mid-
ment, particularly in determining whether the next level of com- Year updates on the status of material weaknesses previously repor-
mand must be aware of a weakness. The fact that a weakness can b@d by DOD. The Army supports DOD in meeting these
corrected at one level does not exclude it from being reported to the'équirements in two ways:
next level, since the sharing of important management information a. Annual Statement of Assurance (Requirements Control Sym-
is one of the primary reasons for reporting a material weakness.bol (RCS) CSCOA-98By mid-November, the SA must submit his

d. Other factors.To assist in making judgments on whether annual Statement of Assurance to the Secretary of Defense for use
management control weaknesses are material, the following factordn preparing the DOD annual statement to the President and Con-
should be considered: actual or potential loss of resources; sensitivdress. The SA’s annual statement is based primarily on annual
ity of the resources involved; magnitude of funds, property or other Statements from HQDA staff principals and MACOM commanders.
resources involved; actual or potential frequency of loss; current orOASA(FM) will issue instructions in May for the preparation of
probable media interest (adverse publicity); current or proba#)gse annual statements.

Congressional interest (adverse publicity); unreliable information b. Midyear update (RCS DD—-COMP(AR)-1618)iormal Mid-
causing unsound management decisions; diminished credibility oryear Status Report on previously-reported Army material
reputation of management; impaired fulfillment of essential mission; weaknesses is no longer required by OSD. The Army is required,
violation of statutory or regulatory requirements; information secu- however, to report to OSD at midyear any major changes in the
rity risk; and public deprivation of needed Government services. plans for correcting these material weaknesses. OASA(FM) will

e. Correction.Each material weakness reported must include a issue appropriate guidance in February of each year to the HQDA
plan of corrective action. DOD now requires that the last milestone functional proponents for Army material weaknesses.
in this plan be a validation that the corrective actions have in fact ) )
resolved the weakness. Material weaknesses may not be closed un#—9- Required documentation . .
this validation milestone has been accomplished. Detailed guidance & Management control evaluationshe MCP will serve to
on format and other requirements for reporting material weaknesseglocument the required schedule of management control evaluations

is provided in OASA(FM)’s annual instructions for the preparation within the assessable unit. The MCP Wi_II identify thosg areas to b_e
of feeder statements. evaluated, the fiscal year for the evaluation and the official responsi-

f. Tracking.As indicated above, material weaknesses are repor- ble for ensuring that the evaluation is conducted. Management con-

ted to higher headquarters either because that level must be aware 80! evaluations must be supported by specific documentation,
the weakness or because it must take corrective action. In the casgegardless of the method used to conduct the evaluation. At a mini-
of material weaknesses reported for awareness, reporting organiza’Um, this supporting documentation must clearly indicate who con-
tions are responsible for tracking the weakness to ensure that correcducted the evaluation, the date the evaluation was conducted, what
tive actions are completed and that the weakness is effectivelyMethods were used to test key management controls, what manage-
resolved. In the case of material weaknesses reported for correctivé'€nt control weaknesses (if any) were detected, and what corrective
action, tracking of the weakness will depend on the higher head-actions were taken. _ _

quarters’ disposition of the issue. The system established to track P. Annual statements and material weaknedgeporting organ-
material weaknesses should not duplicate the normal tracking funcJzations are responsible for maintaining copies of their annual state-
tions of internal review organizations. Tracking of an audit finding Ments, along with complete supporting documentation.
may well meet the requirement for tracking of a reported material Organizations responsible for tracking the correction of material
weakness. It should be kept in mind, however, that a finding by Weaknesses are also responsible for maintaining documentation on
auditors and a material weakness identified by management may nof1€ Status, effectiveness and validation of corrective actions. HQDA
be identical. They may be different in scope and may have differentfunctional proponents are responsible for monitoring and document-
corrective actions. Where they are significantly different, the track- ing the correction of material weaknesses reported in the SA's
ing system used must be able to effectively track the correction ofannual Statement of Assurance.

the material weakness. c. RetentionDocumentation on management control evaluations
conducted, annual statements submitted and material weaknesses
2-7. Use of audit and inspection reports reported must be maintained according to AR 25-400-2.

a. HQDA functional proponents, commanders, and assessabl¢l) Assessable units must retain required documentation on the
unit managers can often take corrective or preventive action basednost recent management control evaluation.
on problems identified in audit and inspection reports. Such reports (2) Reporting organizations must retain copies of their annual
may only address a management control problem at one installationstatements and supporting documentation for two years after sub-
but managers throughout the Army can use these reports to identifymission of those statements.
potential problems in their own areas of responsibility and take (3) Reporting organizations must retain documentation on mate-
timely action to prevent them. rial weaknesses for two years after correction of the weakness.
b. Audit and inspection organizations ensure distribution of their
reports to managers with primary and collateral interests. In addi-2-10. Performance agreements
tion, the Auditor General and Army IG organizations prepare sum- a. BackgroundOMB Circular A-123 requires that performance
maries of management control weaknesses identified in their reportsagreements of senior managers include an explicit statement of
The DOD IG also publishes periodic summaries of managementresponsibility for management controls.
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b. ImplementationSupervisors must include an explicit state- (3) For non-appropriated fund personnel, guidance on perform-
ment of responsibility for management controls in the performance ance standards is provided in AR 215-3.
agreements of commanders and managers responsible for the execu-c. Application.The explicit statement of responsibility should be
tion and/or oversight of effective management controls, down to brief and may take any form, but it must be specific enough to
assessable unit manager level. The absence of an explicit statemepfovide individual accountability. Supervisors may use a stand-alone
of responsibility must be based on the supervisors determination thaklement or may include the management control responsibility as
the individual does not have significant managemerfart of a broader element. The following examples of explicit state-
responsibilities. _ . ~ ments that would suffice:

(1) For military officers, it should be reflected under “ Major (1) HQDA principals. These individuals should comply with
Performance Objectives ” in Part IV of the Officer Evaluatioﬁaragraphs 1-7 and 1-12 of AR 11-2.

Repz)or::SuEpgrt 'Forrg (tDA F"orr'n'|§7—8—l).| der th (2) MACOM commander§hese individuals should comply
(2) For enior System " civilian employees, under the new i’ oora0raoh 1-12 of AR 11-2.

Total Army Performance Evaluation System (TAPES), it should be (3) Senior responsible official§hese individuals should compl
reflected under “ Major Performance Objectives/Individual Perform- . P : Ply
with paragraph 1-13 of AR 11-2.

ance Standards " in Part IV of the Senior System Civilian Evalua- . .
tion Report Support Form (DA Form 7222-1). (4) Assessable unit manageiBhese individuals should comply

with paragraph 1-14 of AR 11-2.

Appendix X (insert the appropriate letter) Management Control Evaluation Checklist

X-1. Function. The function covered by this checklist is (indicate the function covered by the checklist)

X-2. Purpose. The purpose of this checklist is to assist (indicate the intended users) in evaluating the key managment controls
listed below. It is not intended to cover all controls.

X=3. Instructions. Answers must be based on the actual testing of key management controls (e.g., document analysis, direct
observation, sampling, simulation, other). Answers which indicate deficiiencies must be explained and corrective action indi-
cated in supporting documentation. These management controls must be evaluated at least once every five years. Certification
that this evaluation has been conducted must be accomplished on DA Form 11-2-R (Management Control Evaluation
Certification Statement).

X—4. Test Questions. (insert the test questions, worded such that negative answers indicate a managment control weakness.)

a.

X-5. Supersession. This checklist replaces the checklist(s) for (insert the task/subtask covered by the previous checklist)
previously published in (insert the previous DA Circular number) .

X—6. Comments. Help make this a better tool for evaluating managment controls. Submit comments to

(insert the complete mailing address for HQDA functional proponent) .

Figure 2-1. Format of an appendix for a Management Control Evaulation Checklist

Appendix X (insert the appropriate letterManagement Control Evaluation Process
X-=1. Function. (indicate the function to be evaluated)
X-2. Key Management Controls(list the key management controls to be evaluated)
a.
b.
C.

Figure 2-2. Format of an appendix for a management control evaulation process not involving the use of checklists —Continued
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X=3. Management Control Evaluation Process.

(Briefly describe the existing management review process that is suggested or required for use in evaluating the key

management controls identified above. For any process toefeired , it must be an existing Army-wide functional

process for which the HQDA functional proponent is responsible. If no process is being suggested or required, indicate “
None.”)

Figure 2-2. Format of an appendix for a management control evaulation process not involving the use of checklists
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Appendix A given considerations of cost, benefit, and risk. There are sensitive

References resources for which the cost of controls cannot be an issue. Howev-
er, for most resources and operations, the Army cannot afford to
Section | attain 100 percent compliance with requirements. Thus, the essential
Required Publications application of this standard is in defining acceptable performance
There are no entries in this section. within the reality of what can be accomplished. This realistic per-
formance objective is the basis for judging the adequacy of applica-
Section I ble management controls. The determination of reasonable
Related Publications assurance is a judgment about the day-to-day effectiveness of man-
agement controls in achieving realistic objectives. These objectives
AR 25-400-2 _ may change as resources available for management controls are
The Modern Army Record Keeping System. increased or decreased, due to budget revisions and other priorities.
AR 215-3 B—3. Supportive attitude
Nonappropriated Funds and Related Activities Personnel Policies a. StandardManagers and employees are to maintain and dem-
and Procedures. onstrate a positive and supportive attitude toward management con-
trols at all times.
DOD Directive 5010.38 b. Implementation.
Internal Management Control Program. (1) This standard requires Army managers to take steps to pro-
mote the effectiveness of management controls. A positive and sup-
DOD 7000.14-R, Volume 1 , portive attitude initiated and fostered by management ensures that
General Financial Management Information, Systems and subordinate personnel consistently consider management controls a
Requirements high priority.

(2) Attitude is not reflected in any one particular aspect of a
manager’s behavior, but rather it is nurtured by a manager's com-
mitment and general leadership to promote strong controls for or-
ganizational staffing, personnel practices, communication,
protection, and use of resources through systematic accountability,
monitoring, and systems of reporting. It is very important for man-
DA Form 11-2-R agers at all levels to demonstrate disciplined compliance with all
duly established laws, policies, and requirements. Another important
way for management to demonstrate its support for good manage-
ment controls is to emphasize the value of internal auditing and to
Section IV respond to information developed through internal audits. Other
Referenced Forms evidence includes clear lines of authority and responsibility, appro-
priate reporting relationships, appropriate separation of authority,

OMB Circular A-123
Internal Control Systems.

Section Il
Prescribed Forms

Management Control Evaluation Certification Statement. (Prescribed
in paragraph 2-4c).

DA Form 67—8—1 and the general sensitivity of employees to the importance of man-
Officer Evaluation Report Support Form. agement controls.
DA Form 7222-1 B-4. Competent personnel

a. StandardManagers and employees are to have personal and
professional integrity and are to maintain a level of competence that
allows them to accomplish their assigned duties, as well as under-
stand the importance of developing and implementing good manage-
ment controls.

b. ImplementationMany elements influence the integrity of

Senior System Civilian Evaluation Report Support Form.

Appendix B managers and their staffs. For example, personnel should periodi-
Comptroller General Standards for Internal Controls cally be reminded of their obligations under an operative code of
in the Federal Government conduct. In addition, hiring and staffing decisions should include
pertinent verification of education and experience and, once on the
B-1. Comptroller General standards job, identification of necessary formal and on-the-job training. Man-

The Comptroller General of the United States established thesedgers who possess a good understanding of management controls
standards for defining the minimum level of quality acceptable for are vital to effective control systems. Counseling and performance
management control systems. These standards (also known as tHRPpraisals are also important. Overall performance appraisals and
GAO Standards) constitute the criteria against which these systemgfficiency ratings for applicable managers should include an assess-
are to be evaluated. Ensuring that management controls in eacfnent of how well the individual has devised, implemented, and
organization are in conformance with the Comptroller Genefstained essential management controls.

Standards detailed in paragraphs B-2 through B-13 below, is th

basic Integrity Act responsibility of every Army manager. Para- a. StandardManagement control objectives are to be identified
graphs B-2 through B—6 are general management control standard r developed for each agency activity and are to be logical, applica-
paragraphs B-7 through B-12 are specific management con 2" and reasonably complete

standards, and paragraph B-13 is an audit resolution standard. b. ImplementationControl objectives should be tailored to fit

the specific operations in each agency, and should be consistent

B-2. Reasonable assurance . with the overall objectives of management controls as set forth in
a. StandardManagement controls are used to provide reasona- the Integrity Act.

ble assurance that the objectives of the systems will be
accomplished. B-6. Control techniques

b. ImplementationThis standard recognizes that the cost of a. StandardManagement control techniques are to be effective
management control should not exceed the benefit derived. Reasorand efficient in accomplishing management control objectives.
able assurance equates to a satisfactory level of confidence under b. Implementation.

%B-5. Ccontrol objectives
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(1) Management control techniques are the mechanisms by which b. ImplementationTo reduce the risk of error, waste, or wrong-
control objectives are achieved. Techniques include, but are notful acts, or to reduce the risk of those acts going undetected, no one
limited to, specific policies, procedures, organization arrangementsindividual should control all key aspects of a transaction or event
(including separation of duties, reconciliation, suspense, and physi-cycle. Rather, duties and responsibilities should be assigned system-
cal observation actions), as well as essential physical measatially to a number of individuals to ensure that effective checks
(such as locks and fire alarms). To be effective, techniques shouldand balances exist. Key duties include authorizing, approving, and
fulfill their intended purpose in actual application, provide necessary recording transactions; requisitioning, receiving, and issuing equip-
coverage, and operate when intended. As for efficiency, techniquesnent, supplies, and services; making payments; and reviewing or
should be designed to derive maximum benefit with minimum effort auditing transactions.

(2) A number of management control techniques are essential to
providing reasonable assurance that the management control obje®8-11. Supervision
tives will be achieved. These critical techniques are the specific a. StandardQualified and continuous supervision is to be pro-
standards discussed in section lIl. vided to ensure that management control objectives are achieved.
. b. ImplementationThis standard requires clearly communicating
B-7.  Documentation . the duties and responsibilities assigned to each staff member; sys-

a. StandardManagement control systems and all transactions tematically reviewing each member’'s work to the extent necessary;
znd other significant events alre to t_)le (lzle?rly documented, and the,, ohhroving work at critical points to ensure that work flows as

ocumentation is to be readily available for examination. intended. Also, managers must guide and train their personnel to

b. - Implementation. help ensure errors, waste, and wrongful acts are minimized and that

(1) This standard_reqwres written e\_/ldence of an agency s m""n'specific management directives are achieved. Managers must con-
agement control objectives and techniques and accountability sys;

X ; L inuously review and approve the assigned work of subordinates.
tems; and all pertinent aspects of transactions and other S|gn|f|canE y PP 9

events of an agency. Also, the documentation must be available amé_12 Access to and accountability for resources

easily accessible for examination. a. StandardAccess to resources and records is to be limited to

ol (ét)e %gi‘tj.?czq.tggoé} t(r)]fe Ti?:geggt]; dcggF(reilt' Sg:teemz tzt‘:?]lrjll.d IF?S_ authorized individuals, and accountability for the custody and use of
ude | ricat y ’ JEClives, IQUES, asources is to be assigned and maintained. Periodic comparison of

and should appear in management directives, administrative pOIiCy‘resources and recorded accountability will be made to determine

aﬂd_?‘ccoun““g manuals. Documentation of transactions or Othe.‘rwhether the two agree. The frequency of comparison should be a

significant events should be complete and accurate and should fac”function of the asset's vulnerabilit

itate tracing the transaction or event and related information, before : Y-
b. Implementation.

it occurs, while it is in process, and after it is completed. ’ ) o .
(3) Complying with this standard requires that the documentation (1) The basic concept behlnd.restrlctlng access to resources is to
help reduce the risk of unauthorized use or loss to the Government,

of management control systems and transactions and other signifi

cant events be purposeful and useful to managers in controlling thei@d o0 help achieve the directives of management. However, restric-
operations, and to auditors or others involved in analyzir‘i‘ﬂg access to resources depends upon the vulnerability of the re-

operations. source and the perceived risk of loss, both of which should be
periodically assessed.

B-8. Recording of transactions and events (2) Other factors affecting access include the cost, portability,

a. StandardTransactions and other significant events are to be exchangeability, and the perceived risk of loss or improper use of

promptly recorded and properly classified. the resource. In addition, assigning and maintaining accountability

b. Implementation. for resources can involve directing and communicating responsibil-

(1) Transactions must be promptly recorded if pertinent informa- ity to specific individuals within an organization; or may involve the
tion is to maintain its relevance and value to management in con-custody and use of resources in achieving the specifically identified
trolling operations and making decisions. This standard applies tomanagement directives.
the entire process or life cycle of a transaction or event and includes
initiation and authorization, all aspects of the transaction while in B-13. Prompt resolution of audit findings
process, and its final classification in summary records. a. Standard.Managers are to promptly evaluate findings and

(2) Proper classification of transactions and events is crucial torecommendations reported by auditors; determine proper actions in
organizing and formatting information on summary records from response to audit findings and recommendations; and complete,

which reports and statements are prepared. within established time frames, all actions that correct or otherwise
) ) resolve the matters brought to management's attention.
B-9. Execution of transactions and events b. Implementation.

a. StandardTransactions and other significant events are to be
authorized and executed only by persons acting within the scope ofac
their authority.

b. ImplementationThis standard deals with management deci-
sions to exchange, transfer, use, or commit resources for specifie
purposes under specific conditions. It is the principal means of
ensuring that only valid transactions and other events are entere
into. Authorization should be clearly communicated to designated
individuals and should include the specific conditions and terms
under which responsive actions are intended. Conforming to the
terms of an authorization means that personnel are carrying out thei
assigned duties according to ARs and within the limitations estab-
lished by management.

(1) This standard requires managers to take prompt, responsive
tion on all findings and recommendations made by auditors. Re-
sponsive action is that which corrects identified deficiencies. Where
@udit findings identify opportunities for improvement rather than

ite deficiencies, responsive action is that which produces
ci{nprovements.

(2) The audit resolution process begins when the results of the
audit are reported to management. The audit resolution process is
completed only after final action has been taken to correct identified
Eeficiencies, produce improvements, or demonstrate that the audit
indings and recommendations are either invalid or do not warrant
management action.

(3) Auditors are responsible for the follow-up on audit findings
B-10. Separation of duties and recommendations to ascertain that implementation of corrective

a. StandardKey duties and responsibilities in authorizing,actions has been achieved. Auditors’ findings and recommendations
processing, recording, and reviewing transactions should be sepashould be monitored through the resolution and follow-up process.
rated among individuals. (4) Top managers should monitor applicable audit findings and
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recommendations, and be kept informed through periodic reports, to
ensure the quality of timeliness of individual corrective actions.

Appendix C
Management Control Evaluation Checklist

C-1. Function
The function covered by this checklist is the administration of the
management control process.

C-2. Purpose

The purpose of this checklist is to assist assessable unit managers
and Management Control Administrators (MCASs) in evaluating the
key management controls outlined below. It is not intended to cover
all controls.

C-3. Instructions

Answers must be based on the actual testing of key management
controls (e.g., document analysis, direct observation, sampling, sim-
ulation, other). Answers that indicate deficiencies must be explained

and corrective action indicated in supporting documentation. These
key management controls must be formally evaluated at least once
every five years. Certification that this evaluation has been con-

ducted must be accomplished on DA Form 11-2-R (Management
Control Evaluation Certification Statement).

C—4. Test Questions

a. Are key management controls identified in the governing
Army Regulations? (HQDA functional proponents only)

b. Are management control checklists provided or alternate eval-
uations methods identified to test key management controls?
(HQDA functional proponents only)

c. Is there local management control guidance that defines man-
agement control responsibilities and required actions?

d. Are managers and MCAs trained in, and do they understand,
their management control responsibilities?

e. Are explicit statements of management control responsibility
included in performance agreements for commanders and managers
down to assessable unit manager level?

f. Is a Management Control Plan (MCP) established and main-
tained to describe how key management controls will be evaluated
over a five-year period?

g. Are management control evaluations conducted in accordance
with the MCP and prompt action taken to correct any management
control weaknesses detected?

h. Is the senior responsible official advised of potential material
weaknesses detected through management control evaluations or
from other sources?

C-5. Supersession

This checklist replaces the checklist for "™Financial Management/
Internal Controls-Section 2" previously published in DA Circular
11-89-1.

C-6. Comments

Help to make this a better tool for evaluating management controls.
Submit comments to: ATTN SAFM-FOM, ASST SECY ARMY
FINANCIAL MANAGEMENT, 109 ARMY PENTAGON, WASH-
INGTON DC 20310-0109.
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Glossary USAAA monitoring, physical devices (e.g., locks and

United States Army Audit Agency fences), and a broad array of measures used
Section | by managers to provide reasonable assurance
Abbreviations Section |l that their subordinates are performing as
Terms intended.
AR
Army regulation Alternative management control Management control administrator (MCA)
evaluation The individual designated by the senior re-
ASA(FM) Any existing management review procesgonsible official to administer the manage-
Assistant Secretary of the Army (Financiathat meets the basic requirements of a mament control process for a reporting
Management) agement control evaluation, i.e., it assessggganization. MCAs designated at lower lev-
the key management controls, it evaluages would have similar duties.
COE these controls by testing them, and it
Chief of Engineers provides the required documentation. Thesglanagement control evaluation
existing management review processes may periodic, detailed assessment of key man-
CONUSA be unique to a specific functional area omgement controls to determine whether they
Continental United States Army they may be generic, e.g., the Command Irare operating as intended. This assessment
spection Program or audits by the internahust be based on the actual testing of key
DFAS-IN . ' review auditors. management controls and must be supported
D.efense.Flnance and Accounting Service-In- ) by documentation (i.e., the individual(s) who
dianapolis Center Assessable unit ~ conducted the evaluation and the date, the
Reporting organizations are segmented infgethods used to test the controls, any defi-
DOD assessable units, which in turn are respongliencies detected and the corrective action
Department of Defense ble for conducting management control eV&'faken).
uations in accordance with the MCP.
FOA . , Management Control Evaluation Checklist
field operating agency Assessable unit manager One method for conducting a management
The military or civilian head of an assessablg ntrol evaluation. The HQDA functional
GAO unit. Assessable unit managers must be oponent may develop a standard checklist
General Accounting Office Iefast a colonel or GMr;15, with the exc;:lptio at addresses the key management controls
of Army garrisons, where an assessable u o it ; 3
HQDA may be headed by the senior functional mar}ghd publish it in the governing AR. The pur

ose of a Management Control Evaluation

ecklist is to provide managers a tool to
elp them evaluate the effectiveness of these
key management controls.

Headquarters, Department of the Army  ager. The assessable unit manager certifi
the results of required management contr
IG evaluations.

Inspector General
Comptroller General Standards

MACOM The twelve standards issued by the Comdf‘ﬁga\:\?rietrtgin;t)lggnttk:glt g:easr::ri(tlg/tleg?ow required
Major Army Command troller General to be applied by all manager anagement control evaluations will be con-

in the Federal government in developing, efrﬂcted over a five-year period. The MCP

MCA tablishing and maintaining managem
Management Control Administrator controls. need not be lengthy and any format may be
used, so long as it covers the key manage-
MCP HQDA functional proponent ment controls identified by HQDA functional
Management Control Plan The HQDA principal responsible for policy Proponents and communicates clearly to sub-
and oversight of a particular functional areadrdinate managers what areas are to be evalu-
OASA(FM) ated, who will conduct the evaluation, and
Office of the Assistant Secretary of the ArmyKey management controls when.
(Financial Management) Those absolutely essential management con-
trols which must be implemented and susReasonable assurance
OMB tained in daily operations to ensuf# acceptable degree of confidence in the
Office of Management and Budget organizational effectiveness and complianceeneral adequacy of management controls to
with legal requirements. Key managemégter or detect material failures in complying
OSA controls are identified by HQDA functional with the Integrity Act objectives. The deter-
Office of the Secretary of the Army proponents in their governing ARs and estapmination of reasonable assurance is a man-
lish the baseline requirement for managememgement judgment based on the effectiveness
OSD control evaluations conducted by assessab# management controls and the extent of
Office of the Secretary of Defense unit managers. management control deficiencies and material
weaknesses.
RCS Management controls
requirements control symbol The rules, procedures, techniques and devicBeporting organization
employed by managers to ensure that wh&QDA staff agencies (less Secretariat ele-
SA should occur in their daily operations doesnents covered by the Administrative Assist-
Secretary of the Army occur on a continuing basis. Managemant), MACOMs and separately-reporting
controls include such things as the organiza&=OAs. These are the organizations that sub-
TAPES tional structure itself (designating specific remit annual statements directly to the Secre-

Total Army Performance Evaluation Systensponsibilities and accountability), formaligry of the Army.
defined procedures (e.g., required certifica-

TOE tions and reconciliations), checks and Hisk

Table of Organization and Equipment ances (e.g., separation of duties), recurrinfhe probable or potential adverse effects
reports and management reviews, supervisofyom inadequate management controls that
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may result in the loss of Government re-
sources through fraud, error, or
mismanagement.

Senior management council

A committee or board of senior functional
officials convened to advise the head of an
organization on management control matters,
to include the identification of management
control weaknesses that merit reporting as
material weaknesses. At HQDA, a senior
management council is convened through
special sessions of the Senior Level Steering
Group (SLSG), chaired by the ASA(FM) and
representing all HQDA functional
proponents.

Test question

A question in a Management Control Evalua-

tion Checklist designed to help an assessable
unit manager determine whether a key man-
agement control is in place and operating as
intended.

Section Il

Special Abbreviations and Terms
There are no entries in this section.
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This index is organized alphabetically by
topic and subtopic. Topics and subtopics are
identified by paragraph number.
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Assessable unit managers, 1-14, 2-1
Audit reports, 2-7

Comptroller General Standards, 1-4, 2-1
Documentation required, 2-9

Federal Managers’ Financial Integrity Act,
1-4

Inspection reports, 2-7

Key management controls
Description of, 2-3
Identification of, 2-3

Management controls, 1-1, 1-4, 2-1
Management control administrators, 1-16
Management control evaluations
Certification of, 2-4
Essential elements of, 2-4
Methods for conducting, 2-4
Requirement to conduct, 2-1, 2-4
Management control plans, 2-5
Material weaknesses
Correction, 2-6
Essential criteria for, 2-6
Factors to consider, 2-6
Reporting and tracking, 2-6

Performance agreements, 2-1, 2-10

Reasonable assurance, 2-2
Reporting organizations, 1-12, 2-1
Reporting requirements, 2-8

Senior management council, 1-11
Senior responsible officials, 1-13
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3. ASSESSABLE UNIT

MANAGEMENT CONTROL EVALUATION CERTIFICATION
STATEMENT

For use of this form, see AR 11-2; the proponent agency is ASA(FM).

1. REGULATION NUMBER

2. DATE OF REGULATION

4. FUNCTION

§. METHOD OF EVALUATION (Check one)

a. CHECKLIST

APPENDIX [Enter appropriate letter)

b. ALTERNATIVE METHOD (Indicate method)

6. EVALUATION CONDUCTED BY

a. NAME (Lest, First, M)

b. DATE OF EVALUATION

7. REMARKS (Continue on reverse or use additional sheets of plain peper)

CERTIFICATION

1 certify thet the key management controls in this function have been evaluated in accordance with provisions of AR 11-2,
Management Control . | also certify that corrective action has been initiated to resolve any deficiencies detected. These deficiencies
and cofrective actions [if any) are described above or in asttached documentation. This certification statement and any supporting
documentation will be retained on file subject to audit/inspection until superseded by a subsequent management control evaluation.

a. ASSESSABLE UNIT MANAGER

(1) TYPED NAME AND TITLE

b. DATE CERTIFIED

(2) SIGNATURE

DA FORM 11-2-R, JUL 94

EDITION OF JAN 94 IS OBSOLETE:
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